a b~ Wb

©O© 00 N O

10
11
12
13

14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34

2331-S2 AMH ALEX H4767. 2

2SHB 2331 - H AMD 471 W THDRAWN 2- 14- 00
By Representative Al exander

On page 20, after line 20, insert the foll ow ng:

"NEW SECTI O\ Sec. 30. The legislature finds that in order to
provi de health care patient protections, citizens nust first possess
health i nsurance. The state cannot provide health care patient
protections wthout also ensuring that <citizens have access to
avai |l abl e, affordable health insurance. It is the intent of the
|l egislature that citizens will have access to individual health
i nsurance through a healthy, conpetitive private health insurance
mar ket .

Sec. 31. RCW48.04.010 and 1990 1st ex.s. ¢ 3 s 1 are each anended
to read as foll ows:

(1) The comm ssioner may hold a hearing for any purpose within the
scope of this code as he or she may deem necessary. The conm ssioner
shall hold a hearing:

(a) If required by any provision of this code; or

(b) Upon witten demand for a hearing made by any person aggrieved
by any act, threatened act, or failure of the comm ssioner to act, if
such failure is deened an act under any provision of this code, or by
any report, pronulgation, or order of the comm ssioner other than an
order on a hearing of which such person was given actual notice or at
whi ch such person appeared as a party, or order pursuant to the order
on such heari ng.

(2) Any such demand for a hearing shall specify in what respects
such person is so aggrieved and the grounds to be relied upon as basis
for the relief to be demanded at the hearing.

(3) Unless a person aggrieved by a witten order of the
commi ssioner demands a hearing thereon within ninety days after
receiving notice of such order, or in the case of a l|icensee under
Title 48 RCWw thin ninety days after the comm ssioner has mailed the
order to the licensee at the nobst recent address shown in the
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comm ssioner’s licensing records for the licensee, the right to such
heari ng shall conclusively be deened to have been wai ved.

(4) If a hearing is demanded by a |licensee whose |icense has been
tenporarily suspended pursuant to RCW48. 17. 540, the comm ssi oner shal l
hold such hearing demanded within thirty days after receipt of the
demand or within thirty days of the effective date of a tenporary
| i cense suspension i ssued after such demand, unl ess post poned by mnut ual
consent .

(5) A licensee under Title 48 RCW may request that a hearing
aut hori zed under this section be presided over by an adm nistrative | aw
judge assigned under chapter 34.12 RCW

(6) Any hearing held relating to section 49, 51, or 55 of this act
shal|l be presided over by an admnistrative |law judge assigned under
chapter 34.12 RCW |If the decision of the admnnistrative |law judge is
appealed to superior court, the court shall order the party that does
not prevail to pay pertinent court costs and reasonabl e attorneys’ fees
as is equitable and the court deens appropriate.

Sec. 32. RCW 48. 20. 028 and 1997 ¢ 231 s 207 are each anended to
read as foll ows:

(D) (( (F&—Ar—tnsurer—eoffertng—any—health—benett—plan—to—any
o dividual_shall_off I el I L individual healtd
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£2y)) Premuns for health benefit plans for individuals shall be
cal cul ated using the adjusted community rating nethod that spreads
financial risk across the «carrier’s entire individual product
popul ation. All such rates shall conformto the foll ow ng:

(a) The insurer shall develop its rates based on an adjusted
comunity rate and may only vary the adjusted comunity rate for:

(1) Geographic area;

(1i1) Famly size;

(1i1) Age;

(1v) Tenure discounts; and

(v) Wellness activities.

(b) The adjustnment for age in (a)(iii) of this subsection nay not
use age brackets smaller than five-year increnments which shall begin
wi th age twenty and end with age sixty-five. Individuals under the age
of twenty shall be treated as those age twenty.

(c) The insurer shall be permtted to devel op separate rates for
i ndi vidual s age sixty-five or older for coverage for which nedicare is
the primary payer and coverage for which nedicare is not the primary
payer. Both rates shall be subject to the requirenents of this
subsecti on.

(d) The permtted rates for any age group shall be no nore than
four hundred twenty-five percent of the |lowest rate for all age groups
on January 1, 1996, four hundred percent on January 1, 1997, and three
hundred seventy-five percent on January 1, 2000, and thereafter.

(e) A discount for wellness activities shall be permtted to
reflect actuarially justified differences in wutilization or cost
attributed to such prograns not to exceed twenty percent.

(f) The rate charged for a health benefit plan offered under this
section may not be adjusted nore frequently than annually except that
the prem um may be changed to reflect:

(i) Changes to the famly conposition

(1i) ©Changes to the health benefit plan requested by the
i ndi vi dual ; or

(iii1) Changes in governnent requirenments affecting the health
benefit pl an.

(g) For the purposes of this section, a health benefit plan that
contains arestricted network provision shall not be considered simlar
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coverage to a health benefit plan that does not contain such a
provision, provided that the restrictions of benefits to network
providers result in substantial differences in clains costs. Thi s
subsection does not restrict or enhance the portability of benefits as
provi ded in RCW 48. 43. 015.

(h) Atenure discount for continuous enrollnment in the health plan
of two years or nore may be offered, not to exceed ten percent.

((3))) (2) Adjusted community rates established under this section
shall pool the nedical experience of all individuals purchasing
coverage, and shall not be required to be pooled with the nedica
experience of health benefit plans offered to small enpl oyers under RCW
48. 21. 045.

((4)»)) (3) As wused in this section, "health benefit plan,"”
((“baste—health—pltan=)) "adjusted comunity rate," and "wellness

activities" nean the same as defined in RCW48. 43. 005.

Sec. 33. RCW48.41.030 and 1997 ¢ 337 s 6 are each anended to read
as follows:

(( L hi I _ the follow I I .
indieated;)) The definitions in this section apply throughout this
chapter unless the context clearly requires otherw se((+)).

(1) "Accounting year" neans a twel ve-nonth peri od determ ned by the
board for purposes of record-keeping and accounting. The first
accounting year nmay be nore or |ess than twelve nonths and, fromtine
to time in subsequent years, the board may order an accounting year of
ot her than twel ve nonths as nay be required for orderly managenent and
accounting of the pool.

(2) "Admnistrator”™ neans the entity chosen by the board to
adm ni ster the pool under RCW 48. 41. 080.

(3) "Board" neans the board of directors of the pool.

(4) "Conm ssioner"” neans the insurance conm ssioner.

(5) "Covered person"” neans any individual resident of this state
who is eligible to receive benefits from any nmenber, or other health
pl an.

(6) "Health care facility" has the sane neaning as in RCW
70. 38. 025.

(7) "Heal th care provider" neans any physician, facility, or health
care professional, who is |icensed in Washington state and entitled to
rei nbursenent for health care services.
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(8) "Health care services" neans services for the purpose of
preventing, alleviating, curing, or healing human illness or injury.

(9) "Health carrier"” or "carrier" has the sane neaning as in RCW
48. 43. 005.

(10) "Health coverage" nmeans any group or individual disability
i nsurance policy, health care service contract, and heal th nai ntenance
agreenent, except those contracts entered into for the provision of

health care services pursuant to Title XVIIlI of the Social Security
Act, 42 U.S.C. Sec. 1395 et seq. The termdoes not include short-term
care, long-term care, dental, vision, accident, fixed indemity,

disability income contracts, civilian health and medi cal program for
the uniformservices (CHAMPUS), 10 U.S.C. 55, |imted benefit or credit
i nsurance, coverage issued as a supplenent to liability insurance,
i nsurance arising out of the worker’s conpensation or simlar |aw,
aut onobi | e nedi cal paynent i nsurance, or insurance under whi ch benefits
are payable with or without regard to fault and which is statutorily
required to be contained in any liability insurance policy or
equi val ent sel f-insurance.

((£26)y)) (11) "Health plan" neans any arrangenent by whi ch persons,
i ncl udi ng dependents or spouses, covered or naking application to be
covered under this pool, have access to hospital and nedical benefits
or rei nbursenent including any group or individual disability insurance
policy; health care service contract; health maintenance agreenent;
uni nsured arrangenents of group or group-type contracts including
enpl oyer self-insured, cost-plus, or other benefit nethodol ogi es not
i nvol ving insurance or not governed by Title 48 RCW coverage under
group-type contracts which are not available to the general public and
can be obtained only because of connection with a particular
organi zati on or group; and coverage by nedi care or other governnental
benefits. This term includes coverage through "health coverage" as
defined under this section, and specifically excludes those types of
prograns excluded under the definition of "health coverage" in
subsection (({9))) (10) of this section.

(((xH)) (12) "Medical assistance" neans coverage under Title X X
of the federal Social Security Act (42 U S.C., Sec. 1396 et seq.) and
chapter 74.09 RCW

((22)) (13) "Medicare" neans coverage under Title XVIII of the
Social Security Act, (42 U S. C. Sec. 1395 et seq., as anended).
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((£3))) (14) "Menber" means any conmerci al insurer which provides
disability insurance, any health care service contractor, and any
heal t h mai nt enance organi zation |licensed under Title 48 RCW "Menber"
shal |l al so nean, as soon as authorized by federal |aw, enployers and
other entities, including a self-funding entity and enpl oyee wel fare
benefit plans that provide health plan benefits in this state on or
after May 18, 1987. "Menber" does not include any insurer, health care
service contractor, or health maintenance organi zati on whose products
are exclusively dental products or those products excluded from the
definition of "health coverage"” set forth in subsection ((9))) (10) of
this section.

((24))) (15) "Network provider" nmeans a health care provider who
has contracted in witing with the pool admnistrator or a health
carrier contracting wth the pool admnistrator to offer pool coverage

to accept paynent fromand to | ook solely to the pool or health carrier
according to the ternms of the pool health plans.

((£5))) (16) "Plan of operation”™ means the pool, including
articles, by-laws, and operating rules, adopted by the board pursuant
to RCW 48. 41. 050.

((£x6))) (17) "Point of service plan" neans a benefit plan offered
by the pool under which a covered person may el ect to receive covered
services fromnetwork providers, or nonnetwork providers at a reduced
rate of benefits.

((+H)) (18) "Pool"™ neans the Washington state health insurance
pool as created in RCW48. 41. 040.

((£x8)y)) (19) "Substantially equivalent health plan® neans a
"health plan" as defined in subsection (10) of this section which, in
the judgnent of the board or the admnistrator, offers persons
i ncl udi ng dependents or spouses covered or nmaking application to be
covered by this pool an overall |evel of benefits deenmed approxi mately
equi valent to the m nimum benefits avail abl e under this pool.

Sec. 34. RCW48.41.060 and 1997 ¢ 337 s 5 are each anended to read
as follows:

(1) The board shall have the general powers and authority granted
under the laws of this state to insurance conpanies, health care
service contractors, and heal th nai nt enance organi zations, |icensed or
registered to offer or provide the kinds of health coverage defined
under this title. In addition thereto, the board ((#ay-
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3))) shall

(a) Select a standard health questionnaire for use by pool

adm nistrators and health carriers under section 43 of this act. The

questionnaire selected nust have a valid history in another state of

providi ng an objective evaluation of the health status of individuals

applving for health insurance coverage. The questionnaire shall be

applied uniformy by the pool adnmnistrator and carriers when

det erm ni ng access to the pool or individual insurance coverage and in

no case shall the questionnaire result in nore than ei ght percent of

applicants for individual insurance coverage or eight percent of all

persons enrolled inindividual insurance coverage bei ng deni ed cover age

by any health carrier. The questionnaire nmust provide for an objective

evaluation of an individual’'s health status by assigning a discrete

measure, such as a system of point scoring to each individual. The

questionnaire nust not contain any questions related to pregnancy, and

pr egnancy shall not be a basis for coverage by the pool;

(b) Obtain froma nmenber of the Anerican acadeny of actuaries, who
is independent of the board, a certification that the standard health

questionnaire neets the requirenments of (a) of this subsection;

(c) Approve the standard health questionnaire and any necessary
nodi fi cati ons needed to comply with this section. The standard health

questionnaire shall be submtted to an actuary for certification,

nodi fied as necessary, and approved at |east every eighteen nonths.

The designation and approval of the standard health questionnaire by

the board shall not be subject to review and approval by the

conm Sssi oner. The standard health questionnaire or any nodification

thereto shall not be used until ninety days after public notice of the

approval of the questionnaire or any nodification thereto, except that

the initial standard health questi onnaire approved for use by the board
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after the effective date of this section nay be used imediately

follow ng public notice of such approval.
Not wi t hst andi ng chapter 34.05 RCWnothing in this section shall be

considered a rule;

(d) Establish appropriate rates, rate schedul es, rate adjustnents,
expense al | onances, agent referral fees, claimreserve fornul as and any
ot her actuarial functions appropriate to the operation of the pool
Rat es shall not be unreasonable in relation to the coverage provided,
the ri sk experience, and expenses of providing the coverage. Rates and
rate schedul es may be adjusted for appropriate risk factors such as age
and area variation in claimcosts and shall take into consideration
appropriate risk factors in accordance wth established actuaria
underwiting practices consistent with Washington state small group
pl an rating requirenments under RCW 48. 44. 023 and 48. 46. 066;

((4))) (e) Assess nenbers of the pool in accordance with the
provi sions of this chapter, and nmake advance i nteri massessnents as may
be reasonabl e and necessary for the organi zational or interimoperating
expenses. Any interimassessnents will be credited as of fsets agai nst
any regul ar assessnents due follow ng the close of the year;

((65))) (f) Issue policies of health coverage in accordance with
the requirenents of this chapter;

((€6))) (g) Set a reasonable fee to be paid to an insurance agent

licensed in Washi ngton state for submtting an acceptabl e application

for enrollnent in the pool.
(2) In addition thereto, the board may:
(a) Enter into contracts as are necessary or proper to carry out

the provisions and purposes of this chapter including the authority,

with the approval of the conmi ssioner, to enter into contracts with

simlar pools of other states for the joint perfornmance of conmmbn

adm ni strative functions, or with persons or other organizations for

the performance of administrative functions;
(b) Sue or be sued, including taking any | egal action as necessary

to avoid the paynent of inproper clains against the pool or the

coverage provided by or through the pool;

(c) Appoint appropriate |egal, actuarial, and other conmttees as
necessary to provi de techni cal assistance in the operation of the pool,
policy, and other contract design, and any other function within the
authority of the pool; and
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((6H)) (d) Conduct periodic audits to assure the general accuracy
of the financial data submtted to the pool, and the board shall cause
the pool to have an annual audit of its operations by an independent
certified public accountant.

Sec. 35. RCW48.41.100 and 1995 ¢ 34 s 5 are each anended to read
as foll ows:

(1) Any individual person who is a resident of this state is

eligible for pool coverage ((upenr—providing—evidence—ofrejectionfor
redi-cal—reasons,—a—requi-rerent—of—restrieti-ve—riders;,—an—up-rated

pool receiving witten evidence of a carrier’s decision not to accept
himor her for enrollnment in an individual health benefit plan based
upon the results of the standardi zed heal th guesti onnaire desi gnated by
t he board and adm nistered by health carriers under section 43 of this
act .

(2) The follow ng persons are not eligible for coverage by the
pool :

(a) Any person having term nated coverage in the pool unless (i)
twel ve nonths have | apsed since termnation, or (ii) that person can
show conti nuous ot her coverage whi ch has been involuntarily term nated
for any reason other than nonpaynent of prem uns;

(b) Any person on whose behalf the pool has paid out five hundred
t housand dollars in benefits;

(c) Inmates of public institutions and persons whose benefits are
dupl i cat ed under public prograns;

(d) Any person who does not qualify for pool coverage based upon
the results of the standardi zed health questionnaire.

Sec. 36. RCW 48.41. 110 and 1997 ¢ 231 s 213 are each anended to
read as foll ows:
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(1) The pool is authorized to offer one or nore nmanaged care pl ans
of coverage. Such plans may, but are not required to, include point of
service features that permt participants to receive in-network
benefits or out-of-network benefits subject to differential cost
shares. Covered persons enrolled in the pool on January 1, ((399%))
2001, my continue coverage under the pool plan in which they are
enrolled on that date. However, the pool may incorporate nanaged care
features into such existing plans.

(2) The admnistrator shall prepare a brochure outlining the
benefits and exclusions of the pool policy in plain | anguage. After
approval by the board ((ef—direetoers)), such brochure shall be made
reasonably available to participants or potential participants.

(3) The health insurance policy issued by the pool shall pay only
usual, customary, and reasonable charges for nedically necessary
eligible health care services rendered or furnished for the diagnosis
or treatnment of illnesses, injuries, and conditions which are not
otherwise limted or excluded. Eligible expenses are the usual,
customary, and reasonable charges for the health care services and
items for which benefits are extended under the pool policy. Such
benefits shall at m nimumincl ude, but not belimted to, the foll ow ng
services or related itens:

(a) Hospital services, including charges for the npbst conmmon
sem private room for the nost comon private roomif sem private roons
do not exist in the health care facility, or for the private roomif
medi cally necessary, but limted to a total of one hundred eighty
i npatient days in a cal endar year, and limted to thirty days inpatient
care for nental and nervous conditions, or alcohol, drug, or chem cal
dependency or abuse per cal endar year;

(b) Professional services including surgery for the treatnent of
injuries, illnesses, or conditions, other than dental, which are
rendered by a health care provider, or at the direction of a health
care provider, by a staff of registered or |licensed practical nurses,
or other health care providers;

(c) The first twenty outpatient professional visits for the
di agnosis or treatnment of one or nore nmental or nervous conditions or
al cohol, drug, or chem cal dependency or abuse rendered during a
cal endar year by one or nore physicians, psychologists, or comunity
mental health professionals, or, at the direction of a physician, by
other qualified licensed health care practitioners, in the case of

10
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mental or nervous conditions, and rendered by a state certified
chem cal dependency program approved under chapter 70.96A RCW in the
case of al cohol, drug, or chem cal dependency or abuse;

(d) Drugs and contraceptive devices requiring a prescription;

(e) Services of askilled nursing facility, excludi ng custodial and
conval escent care, for not nore than one hundred days in a cal endar
year as prescribed by a physician;

(f) Services of a hone health agency;

(g) Chenotherapy, radioisotope, radiation, and nuclear nedicine
t her apy;

(h) Oxygen;

(1) Anesthesia services;

(j) Prostheses, other than dental;

(k) Durable nedical equipnment which has no personal use in the
absence of the condition for which prescribed;

(1) D agnostic x-rays and | aboratory tests;

(m Oal surgery limted to the follow ng: Fractures of facia
bones; excisions of mandibular joints, lesions of the nouth, lip, or
tongue, tunors, or cysts excluding treatnment for tenporomandi bul ar
joints; incision of accessory sinuses, nouth salivary glands or ducts;
di sl ocations of the jaw, plastic reconstruction or repair of traumatic
injuries occurring while covered under the pool; and excision of
i npacted wi sdom t eet h;

(n) Maternity care services, as provided in the managed care pl an
to be designed by the pool board of directors((—and—foer—which—ne

o ot L. od )

(o) Services of a physical therapist and services of a speech
t her api st ;

(p) Hospice services;

(q) Professional anbulance service to the nearest health care
facility qualified to treat the illness or injury; and

(r) Oher nedical equipnent, services, or supplies required by
physician’s orders and nedically necessary and consistent with the
di agnosi s, treatnent, and condition.

((3))) (4) The board shall design and enploy cost containnent
measures and requirenments such as, but not Ilimted to, care
coordi nation, provider network i mtations, preadm ssioncertification,
and concurrent inpatient review which my nmake the pool nore cost-
ef fective.

11
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((4»)) (5 The pool benefit policy may contain benefit
limtations, exceptions, and cost shares such as copaynents,
coi nsurance, and deductibles that are consistent with nanaged care
products, except that differential cost shares may be adopted by the
board for nonnetwork providers under point of service plans. The pool
benefit policy cost shares and |limtations nust be consistent with
those that are generally included in health plans approved by the
i nsurance comm ssi oner; however, nolimtation, exception, or reduction
may be used that woul d exclude coverage for any disease, illness, or
injury.

((5))) (6) The pool may not reject an individual for health plan
coverage based upon preexisting conditions of the individual or deny,
exclude, or otherwse limt coverage for an individual’ s preexisting
health conditions; except that it ((#a&y)) shall inpose a ((three—
mont-h) ) six-nonth benefit waiting period for preexisting conditions for
whi ch nmedi cal advice was given, or for which a health care provider
recomended or provided treatnent, or for which a prudent |ayperson
woul d have sought advice or treatment, within ((three)) six nonths
before the effective date of coverage. The pool may not avoid the
requirenents of this section through the creation of a new rate

classification or the nodification of an existing rate classification.
Credit against the waiting period shall be provided as required by
section 42 of this act.

Sec. 37. RCW48.41.120 and 1989 c 121 s 8 are each anended to read
as follows:

(1) Subject to the Iimtation provided in subsection (3) of this
section, a pool policy offered in accordance with ((t+his—chapter)) RCW
48.41.110(3) shall inpose a deductible. Deductibles of five hundred
dollars and one thousand dollars on a per person per cal endar year
basis shall initially be offered. The board may aut horize deducti bl es
in other anbunts. The deductible shall be applied to the first five
hundred doll ars, one thousand dollars, or other authorized anount of
el i gi bl e expenses incurred by the covered person.

(2) Subject to the limtations provided in subsection (3) of this
section, a mandatory coi nsurance requi renent shall be inposed at the
rate of twenty percent of eligible expenses in excess of the nmandatory
deduct i bl e.

12
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(3) The maxi mum aggregate out of pocket paynments for eligible
expenses by the insured in the form of deductibles and coinsurance
under a pool policy offered in accordance with RCW48.41.110(3) shal
not exceed in a cal endar year:

(a) One thousand five hundred dollars per individual, or three
t housand dollars per famly, per calendar year for the five hundred
dol |l ar deducti bl e policy;

(b) Two thousand five hundred dollars per individual, or five
t housand dollars per famly per calendar year for the one thousand
dol | ar deducti bl e policy; or

(c) An anmount authorized by the board for any other deductible
policy.

(4) Eligible expenses incurred by a covered person in the |ast
t hree nont hs of a cal endar year, and applied toward a deducti bl e, shal
al so be applied toward t he deducti bl e anount in the next cal endar year.

NEWSECTION. Sec. 38. A newsection is added to chapter 48.41 RCW
to read as foll ows:

The board shall design and of fer a care managenent plan of coverage
with the foll ow ng conponents:

(1) Services simlar to those contained in RCW48.41.110(3) shal
be cover ed.

(2) Alternative paynent nethodol ogies for network providers that
may include but are not limted to resource-based relative value fee
schedul es, capitation paynents, diagnostic rel ated group fee schedul es,
and other simlar strategies including risk sharing arrangenents.

(3) Enrollee cost-sharing that may include but not be limted to
poi nt - of -service cost-sharing for covered services and deductibles in
anounts to be determ ned by the board. The board shall include an
annual maxi mum out - of - pocket paynent protection in the plan.

(4) O her appropriate care managenent and cost cont ai nnent nmeasures
det erm ned appropriate by the board, including but not limted to, care
coordi nation, provider network i mtations, preadm ssioncertification,
and utilization review.

Sec. 39. RCW48.41.200 and 1997 ¢ 231 s 214 are each anmended to
read as foll ows:
(1) The pool shall determne the standard risk rate by cal cul ating

the average ((greup)) individual standard rate ((fer—groups—conprised
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of—up—to—FHifty—persoens)) charged for coverage conparable to poaol
coverage by the ((f+ve)) three largest nenbers, neasured in terns of

individual market enrollnent, offering such coverages in the state
( (conparable—to—the—pool—coverage)). In the event ((fve)) three
menbers do not of fer conparabl e coverage, the standard risk rate shal
be established using reasonabl e actuarial techni ques and shall reflect
anti ci pat ed experience and expenses for such coverage in the individual
mar ket .

(2) Subject to subsection (3) of this section, maxinmumrates for

pool coverage shall be ((ene—hundred+Hiftypercent—tor—theindemity

a AN a a a¥a a aaala a a N N
Ci AT \/

groups—conprtsed—of—up—tof++fty—persoens)) as foll ows:

(a) Maximum rates for a pool indemity health plan shall be one
hundred fifty percent of the average rate cal cul ated under subsection
(1) of this section;

(b) Maxinmum rates for a pool care managenent plan shall be one
hundred twenty-five percent of the average rate calculated under
subsection (1) of this section.

(3) In no event shall the rate for any person be less than the
standard risk rate cal cul ated under subsection (1) of this section.

Sec. 40. RCW48.43.005 and 1997 ¢ 231 s 202 and 1997 ¢ 55 s 1 are
each reenacted and anended to read as foll ows:

Unl ess otherwi se specifically provided, the definitions in this
section apply throughout this chapter.

(1) "Adjusted community rate" neans the rating nethod used to
establish the premumfor health plans adjusted to reflect actuarially
denonstrated differences in wutilization or <cost attributable to
geographic region, age, famly size, and use of wellness activities.

(2) "Basic health plan" neans the plan described under chapter
70.47 RCW as revised fromtine to tine.

(3) "Basic health plan nodel plan" neans a health plan as required
in RCW 70.47.060(2) (d).

(4) "Basic health plan services" neans that schedule of covered
heal t h services, including the description of howthose benefits are to
be adm ni stered, that are required to be delivered to an enroll ee under
the basic health plan, as revised fromtine to tine.

(5) "Catastrophic health plan" neans:

14
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(a) In the case of a contract, agreenent, or policy covering a
single enrollee, a health benefit plan requiring a calendar year
deductible of, at a mninmum one thousand five hundred dollars and an
annual out - of - pocket expense required to be paid under the plan (other
than for premuns) for covered benefits of at least three thousand
dollars; and

(b) In the case of a contract, agreenent, or policy covering nore
than one enrollee, a health benefit plan requiring a cal endar year
deductible of, at a mninum three thousand dollars and an annual out -
of - pocket expense required to be paid under the plan (other than for
prem uns) for covered benefits of at least five thousand five hundred
dollars; or

(c) Any health benefit plan that provides benefits for hospita
inpatient and outpatient services, professional and prescription drugs
provided in conjunction wth such hospital inpatient and outpatient
services, and excludes or substantially limts outpatient physician

services and those services usually provided in an office settinag.

(6) "Certification" means a determ nation by a revi ew organi zati on
that an adm ssion, extension of stay, or other health care service or
procedure has been reviewed and, based on the information provided,
nmeets the clinical requirenents for nmedi cal necessity, appropriateness,
| evel of care, or effectiveness under the auspices of the applicable
heal th benefit plan.

((66))) (7) "Concurrent review' neans utilization review conducted
during a patient’s hospital stay or course of treatnent.

((6H)) (8) "Covered person"” or "enrollee" neans a person covered
by a health plan including an enrollee, subscriber, policyholder
beneficiary of a group plan, or individual covered by any other health
pl an.

((8))) (9) "Dependent" nmeans, at a mninum the enrollee’ s |egal
spouse and unmarri ed dependent children who qualify for coverage under
the enrollee’s health benefit plan.

((99)) (10) "Eligible enpl oyee" nmeans an enpl oyee who works on a
full-time basis wwth a nornmal work week of thirty or nore hours. The

termincludes a self-enployed individual, including a sole proprietor,
a partner of a partnership, and may include an i ndependent contractor,
if the self-enployed individual, sole proprietor, partner, or

i ndependent contractor is included as an enployee under a health
benefit plan of a small enployer, but does not work less than thirty

15
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hours per week and derives at | east seventy-five percent of his or her
incone froma trade or business through which he or she has attenpted
to earn taxable inconme and for which he or she has filed the
appropriate internal revenue service form Persons covered under a
health benefit plan pursuant to the consolidated ommibus budget
reconciliation act of 1986 shall not be considered eligible enployees
for purposes of m nimumparticipation requirenents of chapter 265, Laws
of 1995.

((£26))) (11) "Emergency nedi cal condition" neans the energent and
acute onset of a synptomor synptons, including severe pain, that would
| ead a prudent |ayperson acting reasonably to believe that a health
condition exists that requires imedi ate nedical attention, if failure
to provide nedical attention would result in serious inpairment to
bodily functions or serious dysfunction of a bodily organ or part, or
woul d pl ace the person’s health in serious jeopardy.

((+H)) (12) "Energency services" nmeans otherw se covered health
care services nedically necessary to evaluate and treat an energency
medi cal condition, provided in a hospital energency departnent.

(((2»)) (13) "Enrollee point-of-service cost-sharing” neans
anmounts paid to health carriers directly providing services, health
care providers, or health care facilities by enrollees and may incl ude
copaynents, coinsurance, or deducti bl es.

((£3))) (14) "Gievance" neans a witten conpl aint submtted by or
on behalf of a covered person regarding: (a) Denial of paynment for
medi cal services or nonprovision of nedical services included in the
covered person’s health benefit plan, or (b) service delivery issues
ot her than denial of paynent for nedical services or nonprovision of
medi cal services, including dissatisfaction with nedical care, waiting
time for nedical services, provider or staff attitude or deneanor, or
di ssatisfaction with service provided by the health carrier.

((24)y)) (15) "Health care facility" or "facility" means hospi ces
i censed under chapter 70.127 RCW hospitals |icensed under chapter
70.41 RCW rural health care facilities as defined in RCW70.175. 020,
psychiatric hospitals |icensed under chapter 71.12 RCW nursing hones
licensed under chapter 18.51 RCW community nental health centers
I icensed under chapter 71.05 or 71.24 RCW Kkidney disease treatnent
centers licensed under chapter 70.41 RCW anbulatory diagnostic,
treatnment, or surgical facilities licensed under chapter 70.41 RCW
drug and al cohol treatnment facilities licensed under chapter 70.96A

16
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RCW and home health agencies |licensed under chapter 70.127 RCW and
includes such facilities if owned and operated by a political
subdi vision or instrunentality of the state and such other facilities
as required by federal |aw and inplenenting regul ations.

((£x5))) (16) "Health care provider"™ or "provider" neans:

(a) A person regqulated under Title 18 or chapter 70.127 RCW to
practice health or health-related services or otherw se practicing
health care services in this state consistent wwth state | aw, or

(b) An enployee or agent of a person described in (a) of this
subsection, acting in the course and scope of his or her enploynent.

((£26))) (17) "Health care service" neans that service offered or
provi ded by health care facilities and health care providers relating
to the prevention, cure, or treatnent of illness, injury, or disease.

((+H)) (18) "Health carrier™ or "carrier" neans a disability
insurer regulated under chapter 48.20 or 48.21 RCW a health care
service contractor as defined in RCW48. 44. 010, or a heal th mai nt enance
organi zation as defined in RCW 48. 46. 020.

((£8))) (19) "Health plan" or "health benefit plan" nmeans any
policy, contract, or agreenent offered by a health carrier to provide,
arrange, reinburse, or pay for health care services except the
fol | ow ng:

(a) Long-term care insurance governed by chapter 48.84 RCW

(b) Medicare supplenmental health insurance governed by chapter
48. 66 RCW

(c) Limted health care services offered by |imted health care
service contractors in accordance with RCW 48. 44. 035;

(d) Disability inconeg;

(e) Coverage incidental to a property/casualty liability insurance
policy such as autonobile personal injury protection coverage and
homeowner guest nedi cal ;

(f) Workers’ conpensation coverage;

(g) Accident only coverage;

(h) Specified disease and hospital confinenent indemity when
mar keted solely as a supplenent to a health plan;

(1) Enpl oyer-sponsored sel f-funded heal th pl ans;

(j) Dental only and vision only coverage; and

(k) Plans deened by the i nsurance conm ssioner to have a short-term
[imted purpose or duration, or to be a student-only plan that is
guar ant eed renewabl e whil e the covered person is enrolled as a regul ar

17
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full-time undergraduate or graduate student at an accredited higher
education institution, after a witten request for such classification
by the carrier and subsequent witten approval by the insurance

conm ssi oner.

((29Y)) (20) "Material nodification" nmeans a change in the
actuarial value of the health plan as nodified of nore than five
percent but |less than fifteen percent.

(21) "Preexisting condition" nmeans any nedi cal condition, illness,
or injury that existed any tinme prior to the effective date of
cover age.

(22) "Premum neans all sunms charged, received, or deposited by a
health carrier as consideration for a health plan or the continuance of

a health plan. Any assessnment or any "nenbership," "policy,"
"contract," "service," or simlar fee or charge made by a health
carrier in consideration for a health plan is deened part of the
premum "Prem um shall not include anounts paid as enrollee point-

of - servi ce cost-sharing.

(23) "Review organization" nmeans a disability insurer regulated
under chapter 48.20 or 48.21 RCW health care service contractor as
defined in RCW48. 44. 010, or heal th mai nt enance organi zati on as defi ned
in RCW48. 46. 020, and entities affiliated with, under contract with, or
acting on behalf of a health carrier to performa utilization review

(24) "Small enployer" neans any ((persen,)) firm corporation,
partnership, proprietorship, association, political subdivision except
school districts, ((er—self—enployed—individual)) that is actively
engaged i n business that, on at |east fifty percent of its working days
during the preceding cal endar quarter, enployed no |less than two, or
nmore than fifty eligible enployees, with a normal work week of thirty
or nore hours, the majority of whom were enployed within this state,
and is not formed primarily for purposes of buying health i nsurance and
in which a bona fide enployer-enployee relationship exists. I n
determning the nunber of eligible enployees, conpanies that are
affiliated conpanies, or that are eligible to file a conbined tax
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return for purposes of taxation by this state, shall be considered an

enpl oyer. Subsequent to the issuance of a health plan to a snal
enpl oyer and for the purpose of determning eligibility, the size of a
smal | enployer shall be determ ned annually. Except as otherw se

specifically provided, a small enpl oyer shall continue to be consi dered
a small enployer until the plan anniversary following the date the
smal | enployer no longer neets the requirenents of this definition

((

(25) "Uilization review' neans the prospective, concurrent, or
retrospective assessnent of the necessity and appropriateness of the
all ocation of health care resources and services of a provider or
facility, given or proposed to be given to an enrollee or group of
enrol | ees.

(26) "Wellness activity" neans an explicit programof an activity
consistent with departnent of health guidelines, such as, snoking
cessation, injury and acci dent prevention, reduction of al cohol m suse,
appropriate weight reduction, exercise, autonobile and notorcycle
safety, blood cholesterol reduction, and nutrition education for the
pur pose of i nproving enroll ee health status and reduci ng heal th service
costs.

Sec. 41. RCW48.43.015 and 1995 ¢ 265 s 5 are each anended to read
as follows:

(1) For group contracts as defined in chapter 48.44 RCW every
health carrier shall waive any preexisting condition exclusion or
[imtation for persons or groups who had simlar health coverage under
a different health plan at any time during the ((three—+rponth)) nine-
nont h period i medi ately preceding the date of application for the new
health plan if such person was continuously covered under the
i mredi ately preceding health plan. | f the person was continuously
covered for at least ((t+hree)) nine nonths under the imediately
precedi ng health plan, the carrier may not inpose a waiting period for
coverage of preexisting conditions. | f the person was continuously
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covered for less than ((three)) nine nonths under the immediately
precedi ng health plan, the carrier nust credit any waiting period under
the imedi ately precedi ng health plan toward the new health plan. For
t he purposes of this subsection, a preceding health plan includes an
enpl oyer provided sel f-funded heal th pl an.

(2) Subject to the provisions of subsections (1) and (3) of this
section, nothing contained in this sectionrequires a health carrier to
anend a health plan to provide new benefits in its existing health
pl ans. In addition, nothing in this section requires a carrier to
wai ve benefit limtations not related to an individual or group’ s
preexi sting conditions or health history.

(3) Ahealth carrier shall credit any preexisting condition waiting
period inits individual plans for a person who was enrolled in a group
health benefit plan, or an individual health benefit plan other than a
catastrophic plan, at any tine during the sixty-three day period
i medi ately preceding the date of application for the new health plan.
The carrier nmust credit the period of coverage the person was
conti nuously covered under the i medi ately precedi ng health plan toward
the waiting period of the new health plan. For the purposes of this
subsection, a preceding health plan includes an enpl oyer provided self-
funded health pl an.

NEWSECTION. Sec. 42. A new section is added to chapter 48.43 RCW
to read as foll ows:

(1) No carrier may reject an individual for individual health plan
cover age based upon preexisting conditions of the individual except as
provided in section 43 of this act.

(2) No carrier may deny, exclude, or otherwise limt coverage for
an individual’s preexisting health conditions except as provided in
this section.

(3) For individual coverage originally issued on or after the
effective date of this section, preexisting condition waiting periods
i nposed upon a person enrolling in individual coverage shall be no nore
restrictive than nine nonths for a preexisting condition for which
medi cal advi ce was given, for which a health care provider reconmended
or provided treatnent, or for which a prudent |ayperson would have
sought advice or treatnment, within six nonths prior to the effective
date of coverage.
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NEWSECTION. Sec. 43. A newsection is added to chapter 48.43 RCW
to read as foll ows:

(1) Except as provided in (a) and (b) of this subsection, a health
carrier may require any person applying for an individual health plan
to conpl ete the standard heal th questi onnaire desi gnated under chapter
48. 41 RCW

(a) If a person is applying for individual coverage due to his or
her relocating their primary residence from one geographic area in
Washi ngton to another geographic area within the state of Wshi ngton
where their current health coverage is not offered, conpletion of the
standard heal th questionnaire shall not be a condition of coverage if
application for coverage is nade within ninety days of relocation.

(b) If a person is applying for individual coverage:

(i) Because a health care provider with whom he or she has an
established care relationship and from whom he or she has received
treatnent within the past twelve nonths is no longer part of the
carrier’s provider network wunder his or her existing Wshington
i ndi vi dual coverage; and

(1i) H's or her health care provider is part of another carrier’s
i ndi vi dual coverage provider network; and

(ti1) Application for coverage under that carrier’s provider
network individual coverage is made within ninety days of his or her
provider |eaving the previous carrier’s provider network; then
conpletion of the standard health questionnaire shall not be a
condi tion of coverage.

(2)(a) If, based wupon the results of the standard health
guestionnaire, the person qualifies to apply for the Washi ngton state
health insurance pool, the carrier my decide not to accept the
person’s application for enrollnment in its individual health plan.

(b) Wthin fifteen business days of receipt of a conpleted
application, the carrier shall provide witten notice of the decision
not to accept the person’s application for enrollnment to the applicant.
The notice to the applicant shall state that the personis eligible for
heal th insurance provided by the Washington state health insurance
pool, shall include information about the Washington state health
i nsurance pool, an application for such coverage, and i nformation that
the applicant’s |icensed i nsurance agent can submt an application for
the person to the pool. In the event a licensed insurance agent
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submts an application to the pool the agent shall be entitled to a
reasonabl e fee as determ ned by the board as provi ded by RCW48. 41. 060.

(3) If, based wupon the results of the standardized health
guestionnaire, the person does not qualify for coverage under the
Washi ngton state health insurance pool, the carrier shall accept the
person for enrollnment if he or she resides within the carrier’s service
area and provide or assure the provision of all covered services
regardl ess of age, sex, famly structure, ethnicity, race, health
condition, geographic location, enploynent status, socioeconomc
status, other condition or situation, or the provisions of RCW
49.60.174(2). The comm ssioner may grant a tenporary exenption from
this subsection if, wupon application by a health carrier, the
comm ssioner finds that the clinical, financial, or admnistrative
capacity to serve existing enrollees will be inpaired if a health
carrier is required to continue enrollnment of additional eligible
i ndi vi dual s.

Sec. 44. RCW48.43.025 and 1995 ¢ 265 s 6 are each anended to read
as follows:

(1) For group health benefit plans, no carrier may reject an
i ndi vidual for health plan coverage based upon preexisting conditions
of the individual and no carrier may deny, exclude, or otherwse [imt
coverage for an individual’s preexisting health conditions; except that
a carrier may inpose a ((three-—wonth)) nine-nonth benefit waiting
period for preexisting conditions for which nedical advice was given,
or for which a health care provider recommended or provided treatnent
within ((three)) six nonths before the effective date of coverage.

(2) No carrier may avoid the requirenents of this section through
the creation of a new rate classification or the nodification of an
existing rate classification. A new or changed rate classification
will be deened an attenpt to avoid the provisions of this section if
the new or changed classification would substantially discourage
applications for coverage from individuals or groups who are higher
t han average health risks. These provisions apply only to individuals
who are Washi ngton residents.

Sec. 45. RCW48.43.035 and 1995 ¢ 265 s 7 are each amended to read
as foll ows:
For group contracts, the follow ng shall apply:
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(1) Al health carriers shall accept for enrollnent any state
resident within the carrier’s service area and provide or assure the
provision of all covered services regardless of age, sex, famly
structure, ethnicity, race, health condition, geographic |ocation,
enpl oynent status, socioecononic status, other condition or situation,
or the provisions of RCW49.60.174(2). The insurance conm sSi oner may
grant a tenporary exenption fromthis subsection, if, upon application
by a health carrier the commssioner finds that the clinical,
financial, or admnistrative capacity to serve existing enrollees wll
be inpaired if a health carrier is required to continue enrol |l nent of
addi tional eligible individuals.

(2) Except as provided in subsection (5) of this section, al
heal th pl ans shall contain or incorporate by endorsenent a guarantee of
the continuity of coverage of the plan. For the purposes of this
section, a plan is "renewed" when it is continued beyond the earliest
dat e upon which, at the carrier’s sole option, the plan coul d have been
term nated for other than nonpaynent of premium |In the case of group
pl ans, the carrier may consider the group’ s anniversary date as the
renewal date for purposes of conplying with the provisions of this
section.

(3) The guarantee of continuity of coverage required in health
pl ans shall not prevent a carrier from canceling or nonrenewing a
heal th plan for:

(a) Nonpaynent of prem un

(b) Violation of published policies of the carrier approved by the
I nsurance comm Ssi oner;

(c) Covered persons entitled to becone eligible for nedicare
benefits by reason of age who fail to apply for a nmedicare suppl enment
plan or nedicare cost, risk, or other plan offered by the carrier
pursuant to federal |aws and regul ati ons;

(d) Covered persons who fail to pay any deductible or copaynent
anmount owed to the carrier and not the provider of health care
servi ces;

(e) Covered persons conmtting fraudul ent acts as to the carrier;

(f) Covered persons who materially breach the health plan; or

(g) Change or inplenentation of federal or state laws that no
| onger permt the continued offering of such coverage.

(4) The provisions of this section do not apply in the follow ng
cases:
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(a) A carrier has zero enroll nent on a product; or

(b) A carrier replaces a product and the replacenent product is
provided to all covered persons wthin that class or |ine of business,
includes all of the services covered under the replaced product, and
does not significantly limt access to the kind of services covered
under the replaced product. The health plan my also allow
unrestricted conversion to a fully conparabl e product; or

(c) Acarrier is wwthdrawing froma service area or froma segnent
of its service area because the carrier has denonstrated to the
i nsurance conm ssioner that the carrier’s clinical, financial, or
adm ni strative capacity to serve enrollees woul d be exceeded.

(5) The provisions of this section do not apply to health plans
deened by the i nsurance conmm ssioner to be unique or limted or have a
short-term purpose, after a witten request for such classification by
the carrier and subsequent witten approval by the insurance
conm ssi oner.

NEWSECTI ON. Sec. 46. A new section is added to chapter 48.43 RCW
to read as foll ows:

(1) Except as provided in subsection (4) of this section, al
i ndi vidual health plans shall contain or incorporate by endorsenent a
guarantee of the continuity of coverage of the plan. For the purposes
of this section, a plan is "renewed" when it is continued beyond the
earliest date upon which, at the carrier’s sole option, the plan could
have been term nated for other than nonpaynent of prem um

(2) The guarantee of continuity of coverage required in individual
heal th pl ans shall not prevent a carrier fromcanceling or nonrenew ng
a health plan for:

(a) Nonpaynent of prem un

(b) Violation of a carrier’s published policies approved by the
conm ssi oner;

(c) Covered persons entitled to becone eligible for nedicare
benefits by reason of age who fail to apply for a nmedicare suppl enment
plan or nedicare cost, risk, or other plan offered by the carrier
pursuant to federal |aws and regul ati ons;

(d) Covered persons who fail to pay any deductible or copaynent
anmount owed to the carrier and not the provider of health care
servi ces;

(e) Covered persons conmtting fraudul ent acts as to the carrier;

24



©O© 00 N O Ol WDN P

W W W W W W WwWwwWwMNDNDNMDNDNMNDNMDDNMNMNDNMDNMNMNMNMDNEPRPPRPERPRPRPPRPERPRRERPPRPRE
0O NO Ol A W NPEFP O OOWwuNO O P~ WNPEPEOOWOOLwNOO O~ owDdNDEe. o

(f) Covered persons who materially breach the health plan; or

(g) Change or inplenentation of federal or state laws that no
| onger permt the continued offering of such coverage.

(3) This section does not apply in the foll ow ng cases:

(a) A carrier has zero enrollnment on a product;

(b) Acarrier is wwthdrawing froma service area or froma segnent
of its service area because the carrier has denonstrated to the
conmi ssioner that the carrier’s clinical, financial, or admnistrative
capacity to serve enroll ees woul d be exceeded,;

(c) A carrier discontinues offering a particular type of health
benefit plan offered in the individual market if: (1) The carrier
provi des notice to each covered individual provided coverage of this
type of such discontinuation at | east ninety days prior to the date of
the discontinuation; (ii) the carrier offers to each individual
provi ded coverage of this type the option to enroll in any other
i ndi vi dual health benefit plan currently being offered by the carrier;
and (iii) in exercising the option to discontinue coverage of this type
and in offering the option of coverage wunder (c)(ii) of this
subsection, the carrier acts uniformy wthout regard to any health
status-related factor of enrolled individuals or individuals who may
becone eligible for such coverage; or

(d) Acarrier discontinues offering all individual health coverage
in the state and di scontinues coverage under all existing individual
health benefit plans if: (1) The carrier provides notice to the
comm ssioner of its intent to discontinue offering all individual
health coverage in the state and its intent to discontinue coverage
under all existing health benefit plans at |east one hundred eighty
days prior to the date of the discontinuation of coverage under al
exi sting health benefit plans; and (ii) the carrier provides notice to
each covered individual of the intent to discontinue his or her
exi sting health benefit plan at | east one hundred ei ghty days prior to
t he date of such discontinuation. |In the case of discontinuation under
this subsection, the carrier may not issue any individual health
coverage in this state for a five-year period beginning on the date of
t he di scontinuation of the | ast health plan not so renewed. Nothing in
this subsection (3) shall be construed to require a carrier to provide
notice to the comm ssioner of its intent to discontinue offering a
health benefit plan to new applicants where the carrier does not
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di sconti nue coverage of existing enrollees under that health benefit
pl an.

(4) The provisions of this section do not apply to health plans
deened by the comm ssioner to be unique or limted or have a short-term
purpose, after a witten request for such classification by the carrier
and subsequent witten approval by the comm ssioner.

NEWSECTION. Sec. 47. A new section is added to chapter 48.46 RCW
to read as foll ows:

Notwi thstanding the provisions of this chapter, a health
mai nt enance organi zati on may of f er catastrophic health plans as defined
in RCW 48. 43. 005.

Sec. 48. RCW48. 44.020 and 1990 ¢ 120 s 5 are each anended to read
as follows:

(1) Any health care service contractor nmay enter into contracts
with or for the benefit of persons or groups of persons which require
prepaynent for health care services by or for such persons in
consi deration of such health care service contractor providing one or
nore health care services to such persons and such activity shall not
be subject to the laws relating to insurance if the health care
services are rendered by the health care service contractor or by a
participating provider.

(2) The comm ssioner may on exam nation, subject to the right of
the health care service contractor to demand and receive a hearing
under chapters 48.04 and 34. 05 RCW di sapprove any individual or group
contract formfor any of the follow ng grounds:

(a) If it contains or incorporates by reference any inconsistent,
anbi guous or m sl eading clauses, or exceptions and conditions which
unreasonably or deceptively affect the risk purported to be assuned in
t he general coverage of the contract; or

(b) If it has any title, heading, or other indication of its
provi sions which is m sl eading; or

(c) If purchase of health care services thereunder is being
solicited by deceptive advertising; or

(d) ((H+—the—benett+ts—provided—theretn—are—unreasoenable—n
relat+on—totheampunt—chargedforthe——contraet-

{ey)) If it contains unreasonable restrictions on the treatnent of
patients; or
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((6H)) (e) If it violates any provision of this chapter; or

(((¢)) (f) If it fails to conform to mninmum provisions or
standards required by regul ati on made by the comm ssioner pursuant to
chapter 34.05 RCW or

((h))) (g) If any contract for health care services with any state
agency, division, subdivision, board, or commssion or wth any
political subdivision, nunicipal corporation, or quasi-nunicipal
corporation fails to conply with state | aw

(3) In addition to the grounds listed in subsection (2) of this
section, the conm ssioner may disapprove any group contract if the
benefits provided therein are unreasonable in relation to the anpunt
charged for the contract.

(4)(a) Every contract between a health care service contractor and
a participating provider of health care services shall be in witing
and shall state that in the event the health care service contractor
fails to pay for health care services as provided in the contract, the
enroll ed participant shall not be liable to the provider for suns owed

by the health care service contractor. Every such contract shal
provide that this requirenent shall survive termnation of the
contract.

(b) No participating provider, agent, trustee, or assignee my
mai ntain any action against an enrolled participant to collect suns
owed by the health care service contractor

NEWSECTI ON. Sec. 49. A new section is added to chapter 48.20 RCW
to read as foll ows:

(1) The definitions in this subsection apply throughout this
section unless the context clearly requires otherw se.

(a) "d ains" neans the cost to the insurer of health care services,
as defined in RCW48. 43. 005, provided to an enrollee or paid to or on
behal f of the enrollee in accordance with the terns of a health benefit
pl an, as defined in RCW48.43.005. This includes capitation paynents
or other simlar paynments made to providers for the purpose of paying
for health care services for an enrollee.

(b) "Clains reserves" neans: (i) The liability for clainms which
have been reported but not paid; (ii) the liability for clains which
have not been reported but which may reasonably be expected; (iii)
active life reserves; and (iv) additional clains reserves whether for
a specific liability purpose or not.

27



© 00 N O Ol WDN P

W W W W W W WwWwWWwWwWwWMNDNDNDNDNMDMNDNDNDNDNMNNMDNNMNMNNMNMNNNREPRPRPPRPPRPEPRPPERPPRPRPRERPR
© 00 N O Ol WNPEFEP O O 0w NO UG P WODNPEFEP O OWWNO OGP WwDNPEF—-, O

(c) "Earned prem uns" nmeans prem uns, as defined in RCW48. 43. 005,
plus any rate credits or recoupnents |ess any refunds, for the
applicable period, whether received before, during, or after the
appl i cabl e peri od.

(d) "Incurred clains expense”" neans clains paid during the
applicable period plus any increase, or |ess any decrease, in the
cl aims reserves.

(e) "Loss ratio" nmeans incurred clains expense as a percentage of
earned prem uns.

(f) "Prem uns earned" neans prem uns, as defined in RCW48. 43. 005,
plus any rate credits or recoupnents l|less any refunds for the
applicable period whether received before, during, or after the
appl i cabl e peri od.

(g) "Reserves" neans: (i) Active life reserves; and (ii)
addi tional reserves whether for a specific liability purpose or not.

(2) An insurer shall file, for informational purposes only, a
notice of its schedule of rates for its individual health benefit plans
with the conm ssioner prior to use.

(3) Aninsurer shall filewith the notice required under subsection
(2) of this section supporting docunentation of its mnmethod of
determ ning the rates charged. The comm ssioner nay request only the
foll ow ng supporting docunentati on:

(a) A description of the insurer’s rate-nmaki ng nethodol ogy;

(b) An actuarially determned estimate of incurred clainms which
i ncl udes the experience data, assunptions, and justifications of the
i nsurer’s projection;

(c) The percentage of premum attributable in aggregate for
noncl ai ns expenses used to determne the adjusted comunity rates
charged; and

(d) A certification by a nenber of the American acadeny of
actuaries, or an officer of the carrier acceptable to the conm ssioner,
that the adjusted conmunity rate charged can be reasonably expected to
result in a loss ratio that neets or exceeds the loss ratio standard
established in subsection (7) of this section.

(4) The conm ssioner may not disapprove or otherw se inpede the
i npl enmentation of the filed rates.

(5 By the last day of May each year any insurer providing
i ndi vi dual health benefit plans in this state shall file for review by
t he conm ssi oner supporting docunentation of its actual |loss ratio for
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its individual health benefit plans offered in the state in aggregate
for the preceding calendar vyear. The filing shall include a
certification by a nenber of the Anerican acadeny of actuaries, or
ot her person acceptable to the conm ssioner, that the actual loss ratio
has been cal cul ated in accordance with accepted actuarial principles.

(a) At the expiration of a thirty-day period conmmencing with the
date the filing is delivered to the conm ssioner, the filing shall be
deened approved unless prior thereto the comm ssioner contests the
cal cul ation of the actual loss ratio. |f the conm ssioner contests the
cal cul ation of the actual loss ratio, the conm ssioner shall state in
witing the grounds for contesting the calculation to the insurer and
notify the carrier within thirty days.

(b) Any dispute regarding the calculation of the actual loss ratio
shall, upon witten demand of either the conm ssioner or the insurer,
be submtted to hearing under chapters 48.04 and 34.05 RCW

(6) If the actual loss ratio for the preceding cal endar year is
| ess than the I oss ratio established in subsection (7) of this section,
remttances are due and the follow ng shall apply:

(a) The insurer shall calculate a percentage of premum to be
remtted to the Washington state health insurance pool by subtracting
the actual loss ratio for the preceding year from the loss ratio
established in subsection (7) of this section.

(b) The remttance to the Washi ngton state health i nsurance pool is
the percentage calculated in (a) of this subsection, multiplied by the
prem um earned from each enrollee in the previous cal endar year.
I nterest shall be added to the remttance due at a five percent annual
rate cal cul ated fromthe end of the cal endar year for which remttances
are due to the date the remttances are made.

(c) All remttances shall be aggregated and such anmounts shall be
remtted to the Washi ngton state high risk pool to be used as directed
by the pool board of directors.

(d) Any remittance required to be issued under this section shal
be issued within thirty days after the actual loss ratio is deened
approved under subsection (5)(a) of this section or the determ nation
by an adm ni strative | aw judge under subsection (5)(b) of this section.

(7) The loss ratio applicable to this section shall be seventy-two
percent mnus the premum tax rate applicable to the insurer’s
i ndi vi dual health benefit plans under RCW 48. 14. 0201.
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Sec. 50. RCW48.18.110 and 1985 ¢ 264 s 9 are each anended to read
as follows:

(1) The commi ssioner shall disapprove any such form of policy,
application, rider, or endorsenent, or wthdraw any previ ous approval
t hereof, only:

(a) If it isin any respect in violation of or does not conply with
this code or any applicable order or regulation of the conm ssioner
i ssued pursuant to the code; or

(b) If it does not conply with any controlling filing theretofore
made and approved; or

(c) If it contains or incorporates by reference any inconsistent,
anbi guous or m sl eading clauses, or exceptions and conditions which
unreasonably or deceptively affect the risk purported to be assuned in
the general coverage of the contract; or

(d) If it has any title, heading, or other indication of its
provi sions which is m sl eading; or

(e) If purchase of insurance thereunder is being solicited by
deceptive adverti sing.

(2) In addition to the grounds for disapproval of any such formas
provided in subsection (1) of this section, the comm ssioner may
di sapprove any form of disability insurance policy, except an
individual health benefit plan, if the benefits provided therein are

unreasonable in relation to the prem um charged.

NEWSECTION. Sec. 51. A newsection is added to chapter 48.44 RCW
to read as foll ows:

(1) The definitions in this subsection apply throughout this
section unless the context clearly requires otherw se.

(a) "Cains" neans the cost to the health care service contractor
of health care services, as defined in RCW 48.43.005, provided to a
contract holder or paid to or on behalf of a contract holder in
accordance with the terns of a health benefit plan, as defined in RCW
48. 43.005. This includes capitation paynents or other sim |l ar paynents
made to providers for the purpose of paying for health care services
for an enroll ee.

(b) "Clains reserves" neans: (i) The liability for clainms which
have been reported but not paid; (ii) the liability for clains which
have not been reported but which may reasonably be expected; (iii)
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active life reserves; and (iv) additional clains reserves whether for
a specific liability purpose or not.

(c) "Earned prem uns" nmeans prem uns, as defined in RCW48. 43. 005,
plus any rate credits or recoupnents |ess any refunds, for the
applicable period, whether received before, during, or after the
appl i cabl e peri od.

(d) "Incurred clains expense”" neans clains paid during the
applicable period plus any increase, or |ess any decrease, in the
cl aims reserves.

(e) "Loss ratio" nmeans incurred clains expense as a percentage of
earned prem uns.

(f) "Prem uns earned" neans prem uns, as defined in RCW48. 43. 005,
plus any rate credits or recoupnents l|less any refunds for the
applicable period whether received before, during, or after the
appl i cabl e peri od.

(g) "Reserves" neans: (i) Active life reserves; and (ii)
addi tional reserves whether for a specific liability purpose or not.

(2) A health care service contractor providing individual health
benefit plans shall file, for informational purposes only, a notice of
its schedule of rates for its individual contracts wth the
comm ssi oner prior to use.

(3) A health care service contractor providing individual health
benefit plans shall file with the notice required under subsection (2)
of this section supporting docunentation of its nmethod of determ ning
the rates charged. The comm ssioner may request only the follow ng
supporting docunentati on:

(a) A description of the health care service contractor’s rate-
maki ng net hodol ogy;

(b) An actuarially determned estimate of incurred clainms which
i ncl udes the experience data, assunptions, and justifications of the
health care service contractor’s projection

(c) The percentage of premum attributable in aggregate for
noncl ai ns expenses used to determne the adjusted comunity rates
charged; and

(d) A certification by a nenber of the American acadeny of
actuaries, or other person acceptable to the comm ssioner, that the
adj usted community rate charged can be reasonably expected to result in
aloss ratio that neets or exceeds the | oss ratio standard established
in subsection (7) of this section.
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(4) The comm ssioner may not disapprove or otherw se inpede the
i npl enmentation of the filed rates.

(5 By the last day of May each year any health care service
contractor providing individual health benefit plans in this state
shall file for review by the conm ssioner supporting docunentation of
its actual loss ratio for its individual health benefit plans offered
inthis state in aggregate for the precedi ng cal endar year. The filing
shall include a certification by a nenber of the American acadeny of
actuaries, or other person acceptable to the comm ssioner, that the
actual loss ratio has been calculated in accordance with accepted
actuarial principles.

(a) At the expiration of a thirty-day period commencing with the
date the filing is delivered to the conm ssioner, the filing shall be
deened approved unless prior thereto the comm ssioner contests the
cal cul ation of the actual loss ratio.

(b) I'f the conm ssioner contests the cal cul ati on of the actual | oss
ratio, the comm ssioner shall state in witing the grounds for
contesting the calculation to the health care service contractor.

(c) Any dispute regarding the calculation of the actual loss ratio
shal | upon witten demand of either the conm ssioner or the health care
service contractor be submtted to hearing under chapters 48.04 and
34. 05 RCW

(6) If the actual loss ratio for the preceding cal endar year is
| ess than the I oss rati o established in subsection (7) of this section,
remttances are due and the follow ng shall apply:

(a) The health care service contractor shall cal cul ate a percent age
of premumto be remtted to the Washi ngton state heal th i nsurance pool
by subtracting the actual loss ratio for the preceding year fromthe
| oss ratio established in subsection (7) of this section.

(b) The remttance to the Washi ngton state health i nsurance pool is
the percentage calculated in (a) of this subsection, multiplied by the
prem umearned fromeach contract hol der in the previous cal endar year.
Interest shall be added to the remttance due at a five percent annual
rate cal cul ated fromthe end of the cal endar year for which remttances
are due to the date the remttances are made.

(c) All remttances shall be aggregated and such anmounts shall be
remtted to the Washi ngton state high risk pool to be used as directed
by the pool board of directors.
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(d) Any remittance required to be issued under this section shal
be issued within thirty days after the actual loss ratio is deened
approved under subsection (5)(a) of this section or the determ nation
by an adm ni strative | aw judge under subsection (5)(c) of this section.

(7) The loss ratio applicable to this section shall be seventy-two
percent mnus the premum tax rate applicable to the health care
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service contractor’s individua

contracts under

RCW 48. 14. 0201.

Sec. b52. RCW 48. 44. 022 and 1997 ¢ 231 s 208 are each anended to

read as foll ows:

2))) Premumrates for health benefit plans for individuals shal
be subject to the foll ow ng provisions:

(a) The health care service contractor shall
based on an adjusted comunity rate and may only vary the adjusted
comunity rate for

(1) Geographic area;

(1i1) Famly size;
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(1i1) Age;

(1v) Tenure discounts; and

(v) Wellness activities.

(b) The adjustnment for age in (a)(iii) of this subsection nay not
use age brackets smaller than five-year increnments which shall begin
wi th age twenty and end with age sixty-five. Individuals under the age
of twenty shall be treated as those age twenty.

(c) The health care service contractor shall be permtted to
devel op separate rates for individuals age sixty-five or older for
coverage for which nedicare is the primary payer and coverage for which
medi care is not the primary payer. Both rates shall be subject to the
requi renments of this subsection

(d) The permtted rates for any age group shall be no nore than
four hundred twenty-five percent of the |lowest rate for all age groups
on January 1, 1996, four hundred percent on January 1, 1997, and three
hundred seventy-five percent on January 1, 2000, and thereafter.

(e) A discount for wellness activities shall be permtted to
reflect actuarially justified differences in wutilization or cost
attributed to such prograns not to exceed twenty percent.

(f) The rate charged for a health benefit plan offered under this
section may not be adjusted nore frequently than annually except that
the prem um may be changed to reflect:

(i) Changes to the famly conposition

(1i) ©Changes to the health benefit plan requested by the
i ndi vi dual ; or

(iii1) Changes in governnent requirenents affecting the health
benefit pl an.

(g) For the purposes of this section, a health benefit plan that
contains arestricted network provision shall not be considered simlar
coverage to a health benefit plan that does not contain such a
provision, provided that the restrictions of benefits to network
providers result in substantial differences in clains costs. Thi s
subsection does not restrict or enhance the portability of benefits as
provi ded in RCW 48. 43. 015.

(h) A tenure discount for continuous enrollnent in the health plan
of two years or nore may be offered, not to exceed ten percent.

((3))) (2) Adjusted community rates established under this section
shall pool the nedical experience of all individuals purchasing
coverage, and shall not be required to be pooled with the nedica
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experience of health benefit plans offered to small enpl oyers under RCW
48. 44. 023.

((4))) (3) As wused in this section and RCW 48.44.023 "health
benefit plan," "small enployer," ((“basic—health—plan")) "adjusted
comunity rates,"” and "well ness activities" nean the sane as defined in
RCW 48. 43. 005.

Sec. 53. RCW 48.44.130 and 1961 c 197 s 10 are each anended to
read as foll ows:

No health care service contractor nor any individual acting on
behal f thereof shall guarantee or agree to the paynent of future
di vidends or future refunds of unused charges or savings in any
specific or approximate anounts or percentages in respect to any
contract being offered to the public, except in a group contract
containing an experience refund provision or in conpliance with RCW
48. 44. 022.

Sec. 54. RCWA48. 46. 060 and 1989 ¢ 10 s 10 are each anended to read
as follows:

(1) Any health mai ntenance organi zation nmay enter into agreenents
with or for the benefit of persons or groups of persons, which require
prepaynent for health care services by or for such persons in
consi deration of the health maintenance organi zation providing health
care services to such persons. Such activity is not subject to the
laws relating to insurance if the health care services are rendered
directly by the health maintenance organization or by any provider
whi ch has a contract or other arrangenent with the heal th mai ntenance
organi zation to render health services to enrolled participants.

(2) Al forms of health maintenance agreenents issued by the
organi zation to enrolled participants or other marketing docunents
purporting to describe the organization’s conprehensive health care
services shall conply wth such m ni nrum standards as the comm ssi oner
deens reasonabl e and necessary in order to carry out the purposes and
provisions of this <chapter, and which fully inform enrolled
participants of the health care services to which they are entitled,
including any limtations or exclusions thereof, and such other rights,
responsibilities and duties required of the contracting health
mai nt enance organi zati on.
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(3) Subject to the right of the health nai ntenance organi zation to
demand and receive a hearing under chapters 48.04 and 34.05 RCW the
comm ssi oner may di sapprove an individual or group agreenent formfor
any of the follow ng grounds:

(a) If it contains or incorporates by reference any inconsistent,
anbi guous, or m sleading clauses, or exceptions or conditions which
unreasonably or deceptively affect the risk purported to be assuned in
t he general coverage of the agreenent;

(b) If it has any title, heading, or other indication which is
m sl eadi ng;

(c) If purchase of health care services thereunder is being
solicited by deceptive adverti sing;

(d) ((H—thebenettsprovidedthereirnareunreasonabletnrelation
to—the—ampunt—chargedfor—the—agreenent-

{ey)) If it contains unreasonable restrictions on the treatnent of
patients;

((6H)) (e) If it isinany respect in violation of this chapter or
if it fails to conformto m nimum provi sions or standards required by
the comm ssioner by rule under chapter 34.05 RCW or

(((¢)) (f) If any agreenment for health care services with any
state agency, division, subdivision, board, or comm ssion or with any
political subdivision, nunicipal corporation, or quasi-nunicipal
corporation fails to conply with state | aw

(4) In addition to the grounds listed in subsection (2) of this
section, the conm ssioner may disapprove any group agreenent if the
benefits provided therein are unreasonable in relation to the anpunt
charged for the agreenent.

(5 No health mintenance organization authorized under this
chapter shall cancel or fail to renewthe enroll nment on any basis of an
enroll ed participant or refuse to transfer an enroll ed participant from
a group to an individual basis for reasons relating solely to age, sex,
race, or health status((—PROVWBED-HOAEVER—TFhat) ). Not hi ng cont ai ned
herein shall prevent cancellation of an agreement with enrolled
participants (a) who viol ate any published policies of the organi zation
whi ch have been approved by the comm ssioner, or (b) who are entitled
to becone eligible for nedicare benefits and fail to enroll for a
medi car e suppl enent pl an of fered by the heal th mai nt enance organi zati on
and approved by the conmm ssioner, or (c) for failure of such enrolled
participant to pay the approved charge, including cost-sharing,
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requi red under such contract, or (d) for a material breach of the
heal t h mai nt enance agreenent.

((65))) (6) No agreenent formor anendnment to an approved agreenent
formshall be used unless it is first filed wwth the conm ssioner.

NEW SECTI ON. Sec. 55. A new section is added to chapter 48.46 RCW
to read as foll ows:

(1) The definitions in this subsection apply throughout this
section unless the context clearly requires otherw se.

(a) "Cainms" nmeans the cost to the heal th mai nt enance organi zati on
of health care services, as defined in RCW 48.43.005, provided to a
contract holder or paid to or on behalf of a contract holder in
accordance with the terns of a health benefit plan, as defined in RCW
48. 43.005. This includes capitation paynents or other sim |l ar paynents
made to providers for the purpose of paying for health care services
for an enroll ee.

(b) "Clains reserves" neans: (i) The liability for clainms which
have been reported but not paid; (ii) the liability for clains which
have not been reported but which may reasonably be expected; (iii)
active life reserves; and (iv) additional clains reserves whether for
a specific liability purpose or not.

(c) "Earned prem uns" nmeans prem uns, as defined in RCW48. 43. 005,
plus any rate credits or recoupnents |ess any refunds, for the
applicable period, whether received before, during, or after the
appl i cabl e peri od.

(d) "Incurred clains expense”" neans clains paid during the
applicable period plus any increase, or |ess any decrease, in the
cl aims reserves.

(e) "Loss ratio" nmeans incurred clains expense as a percentage of
earned prem uns.

(f) "Prem uns earned" neans prem uns, as defined in RCW48. 43. 005,
plus any rate credits or recoupnents |less any refunds for the
applicable period whether received before, during, or after the
appl i cabl e peri od.

(g) "Reserves" neans: (i) Active life reserves; and (ii)
addi tional reserves whether for a specific liability purpose or not.

(2) A heal th mai ntenance organi zation shall file, for informational
purposes only, a notice of its schedule of rates for its individua
agreenents with the comm ssioner prior to use.
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(3) A health nmaintenance organization shall file with the notice
requi red under subsection (2) of this section supporting docunentation
of its nmethod of determning the rates charged. The comm ssioner may
request only the follow ng supporting docunentation:

(a) A description of the health maintenance organi zation's rate-
maki ng net hodol ogy;

(b) An actuarially determned estimate of incurred clainms which
i ncl udes the experience data, assunptions, and justifications of the
heal t h mai nt enance organi zati on’s projection;

(c) The percentage of premum attributable in aggregate for
noncl ai ns expenses used to determne the adjusted comunity rates
charged; and

(d) A certification by a nenber of the American acadeny of
actuaries, or other person acceptable to the comm ssioner, that the
adj usted community rate charged can be reasonably expected to result in
aloss ratio that neets or exceeds the |oss ratio standard established
in subsection (7) of this section.

(4) The conm ssioner may not disapprove or otherw se inpede the
i npl enmentation of the filed rates.

(5 By the last day of My each year any health maintenance
organi zation providing individual health benefit plans in this state
shall file for review by the conm ssioner supporting docunentation of
its actual loss ratio for its individual health benefit plans offered
inthe state in aggregate for the preceding cal endar year. The filing
shall include a certification by a nenber of the American acadeny of
actuaries, or other person acceptable to the comm ssioner, that the
actual loss ratio has been calculated in accordance with accepted
actuarial principles.

(a) At the expiration of a thirty-day period conmmencing with the
date the filing is delivered to the conm ssioner, the filing shall be
deened approved unless prior thereto the comm ssioner contests the
cal cul ation of the actual loss ratio.

(b) I'f the conm ssioner contests the cal cul ati on of the actual | oss
ratio, the comm ssioner shall state in witing the grounds for
contesting the calculation to the health maintenance organi zati on.

(c) Any dispute regarding the calculation of the actual loss ratio
shall, upon witten demand of either the comm ssioner or the health
mai nt enance organi zati on, be submtted to hearing under chapters 48.04
and 34. 05 RCW
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(6) If the actual loss ratio for the preceding cal endar year is
| ess than the I oss rati o established in subsection (7) of this section,
remttances are due and the follow ng shall apply:

(a) The health nmaintenance organization shall calculate a
percentage of premiumto be remtted to the Washington state health
i nsurance pool by subtracting the actual loss ratio for the preceding
year fromthe loss ratio established in subsection (7) of this section.

(b) The remttance to the Washi ngton state health i nsurance pool is
the percentage calculated in (a) of this subsection, multiplied by the
prem um earned from each enrollee in the previous cal endar year.
Interest shall be added to the remttance due at a five percent annual
rate cal culated fromthe end of the cal endar year for which rem ttances
are due to the date the remttances are made.

(c) All remttances shall be aggregated and such anmounts shall be
remtted to the Washi ngton state high risk pool to be used as directed
by the pool board of directors.

(d) Any remittance required to be issued under this section shal
be issued within thirty days after the actual loss ratio is deened
approved under subsection (5)(a) of this section or the determ nation
by an adm ni strative | aw judge under subsection (5)(c) of this section.

(7) The loss ratio applicable to this section shall be seventy-two
percent mnus the premumtax rate applicable to the health maintenance
organi zation’s individual contracts under RCW 48. 14. 0201.

Sec. 56. RCW 48. 46. 064 and 1997 c¢c 231 s 209 are each anended to
read as foll ows:
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2y)) Premumrates for health benefit plans for individuals shal
be subject to the foll ow ng provisions:

(a) The health mai ntenance organi zation shall develop its rates
based on an adjusted comunity rate and may only vary the adjusted
community rate for:

(1) Geographic area;

(1i1) Famly size;

(1i1) Age;

(1v) Tenure discounts; and

(v) Wellness activities.

(b) The adjustnment for age in (a)(iii) of this subsection nay not
use age brackets smaller than five-year increnments which shall begin
wi th age twenty and end with age sixty-five. Individuals under the age
of twenty shall be treated as those age twenty.

(c) The health maintenance organization shall be permtted to
devel op separate rates for individuals age sixty-five or older for
coverage for which nedicare is the primary payer and coverage for which
medi care is not the primary payer. Both rates shall be subject to the
requi renments of this subsection

(d) The permtted rates for any age group shall be no nore than
four hundred twenty-five percent of the lowest rate for all age groups
on January 1, 1996, four hundred percent on January 1, 1997, and three
hundred seventy-five percent on January 1, 2000, and thereafter.

(e) A discount for wellness activities shall be permtted to
reflect actuarially justified differences in wutilization or cost
attributed to such prograns not to exceed twenty percent.

(f) The rate charged for a health benefit plan offered under this
section may not be adjusted nore frequently than annually except that
the prem um may be changed to reflect:
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(i) Changes to the famly conposition

(i1i) ©Changes to the health benefit plan requested by the
i ndi vi dual ; or

(ti1) Changes in governnent requirements affecting the health
benefit pl an.

(g) For the purposes of this section, a health benefit plan that
contains arestricted network provision shall not be considered simlar
coverage to a health benefit plan that does not contain such a
provision, provided that the restrictions of benefits to network
providers result in substantial differences in clains costs. Thi s
subsection does not restrict or enhance the portability of benefits as
provi ded in RCW 48. 43. 015.

(h) Atenure discount for continuous enrollnment in the health plan
of two years or nore may be offered, not to exceed ten percent.

((3))) (2) Adjusted community rates established under this section
shall pool the nedical experience of all individuals purchasing
coverage, and shall not be required to be pooled with the nedica
experience of health benefit plans offered to small enpl oyers under RCW
48. 46. 066

((64))) (3) As used in this section and RCW 48. 46. 066, "health
benefit plan," ((“basie—health—plan ")) "adjusted comunity rate,"
"smal | enployer,"” and "wel |l ness activities" nean the sane as defined in
RCW 48. 43. 005.

Sec. 57. RCW48. 46. 300 and 1983 ¢ 106 s 8 are each anended to read
as follows:

(1) No heal th nmai nt enance organi zati on nor any individual acting in
behal f thereof my guarantee or agree to the paynent of future
di vidends or future refunds of unused charges or savings in any
specific or approximate anounts or percentages in respect to any
contract being offered to the public, except in a group contract
containing an experience refund provision or in conpliance with RCW

48. 46. 064.

(2) The issuance, sale, or offer for sale in this state of
securities of its own issue by any health maintenance organization
domciled in this state other than the nenbershi ps and bonds of a
nonprofit corporation are subject to the provisions of chapter 48.06
RCWrelating to obtaining solicitation permts.
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Sec. b58. RCW 70.47.010 and 1993 c 492 s 208 are each anended to
read as fol |l ows:
(1)(a) The legislature finds that limtations on access to health

care services for enrollees in the state, such as in rural and

underserved areas, are particularly challenging for the basic health

pl an. It is the intent of the legislature to authorize the

adnm nistrator to develop alternative purchasing strateqgies to ensure

access to basic health plan enrollees in all areas of the state

including the use of differential rating for managed health care

systens based on geographic differences in costs.

(b) In developing alternative purchasing strategies to address

health care access needs, the admnistrator shall consult wth

interested persons including health carriers, health care providers,

and health facilities, and with other appropriate state agencies

including the office of the insurance comn ssioner and the office of

community and rural health. In pursuing such alternatives, the

adm ni strator shall continue to give priority to prepaid managed care

as the preferred nethod of assuring access to basic health plan

enrollees followed, in priority order, by preferred providers, fee for

service, and self-funding.

(2) The legislature further finds that:

(a) A significant percentage of the population of this state does
not have reasonably avail abl e i nsurance or other coverage of the costs
of necessary basic health care services;

(b) This lack of basic health care coverage is detrinental to the
health of the individuals |acking coverage and to the public welfare,
and results in substantial expenditures for energency and renedi al
heal th care, often at the expense of health care providers, health care
facilities, and all purchasers of health care, including the state; and

(c) The wuse of nmanaged health care systens has significant
potential to reduce the gromh of health care costs incurred by the
people of this state generally, and by |owincone pregnant wonen, and
at-risk children and adol escents who need greater access to nanaged
heal th care.

((2)) (3) The purpose of this chapter is to provide or nmake nore
readily available necessary basic health care services in an
appropriate setting to working persons and ot hers who | ack coverage, at
a cost to these persons that does not create barriers to the
utilization of necessary health care services. To that end, this
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chapter establishes a programto be nmade available to those residents
not eligible for nmedicare who share in a portion of the cost or who pay
the full cost of receiving basic health care services from a nmanaged
health care system

((63))) (4) It is not the intent of this chapter to provide health
care services for those persons who are presently covered through
private enployer-based health plans, nor to replace enployer-based
heal th plans. However, the | egislature recognizes that cost-effective
and affordable health plans may not always be available to small
busi ness enployers. Further, it is the intent of the legislature to
expand, wherever possible, the availability of private health care
coverage and to discourage the decline of enployer-based coverage.

((4))) (5)(a) It is the purpose of this chapter to acknow edge the
initial success of this program that has (i) assisted thousands of
famlies in their search for affordable health care; (ii) denonstrated
that | owincome, uninsured famlies are willing to pay for their own
health care coverage to the extent of their ability to pay; and (iii)
proved that |ocal health care providers are wlling to enter into a
public-private partnership as a managed care system

(b) As a consequence, the legislature intends to extend an option
to enroll to certain citizens above two hundred percent of the federal
poverty guidelines within the state who reside in communities where the
plan is operational and who collectively or individually wish to
exercise the opportunity to purchase health care coverage through the
basic health plan if the purchase is done at no cost to the state. It
is also the intent of the legislature to allow enployers and other
financial sponsors to financially assist such individuals to purchase
health care through the program so long as such purchase does not
result in a |lower standard of coverage for enpl oyees.

(c) The legislature intends that, to the extent of avail abl e funds,
t he program be avail abl e t hroughout Washi ngton state to subsidi zed and
nonsubsi di zed enrollees. It is also the intent of the legislature to
enrol |l subsidized enrollees first, to the maxi num extent feasible.

(d) The legislature directs that the basic health plan
adm nistrator identify enrollees who are likely to be eligible for
medi cal assistance and assist these individuals in applying for and
recei ving nedi cal assistance. The adm nistrator and the departnent of
social and health services shall inplenent a seanless system to
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coordinate eligibility determnations and benefit coverage for
enrol l ees of the basic health plan and nedi cal assistance recipients.

NEW SECTI ON. Sec. 59. A newsection is added to chapter 70.47 RCW
to read as foll ows:

If the insurance conm ssioner declares an individual health
i nsurance market failure in a specific county, the adm nistrator of the
health care authority shall exercise the authority granted under RCW
70.47.010 and offer basic health plan coverage to individuals who neet
eligibility criteria. The adm nistrator shall adopt rul es i npl enenti ng
the expanded flexibility authorized under RCW 70. 47. 010.

Sec. 60. RCW70.47.020 and 1997 ¢ 335 s 1 are each anended to read
as follows:

As used in this chapter:

(1) "washington basic health plan" or "plan" means the system of
enrol l ment and paynent ((enr—a—prepaid—ecapitated—basis)) for basic
health care services, admnistered by the plan adm nistrator through
participating managed health care systens, created by this chapter

(2) "Admnistrator” neans the Washington basic health plan
adm nistrator, who also holds the position of admnistrator of the
Washi ngton state health care authority.

(3) "Managed health care systenf neans any health care
organi zation, including health care providers, insurers, health care
service contractors, health maintenance organizations, or any
conbi nation thereof, that provides directly or by contract basic health
care services, as defined by the admnistrator and rendered by duly
licensed providers, ((er—a—prepatd—capitated—basts)) to a defined
pati ent popul ation enrolled in the plan and in the nmanaged health care
system

(4) "Subsidized enrollee" means an individual, or an individua
plus the individual’s spouse or dependent children: (a) Who is not
eligible for nedicare; (b) who is not confined or residing in a
government -operated institution, unless he or she neets eligibility
criteria adopted by the adm nistrator; (c) who resides in an area of
the state served by a managed health care systemparticipating in the
pl an; (d) whose gross famly incone at the tine of enrol |l nent does not
exceed tw ce the federal poverty level as adjusted for famly size and
determ ned annually by the federal departnent of health and human
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services; and (e) who chooses to obtain basic health care coverage from
a particul ar managed health care systemin return for periodic paynents
to the plan.

(5) "Nonsubsi di zed enrol |l ee”" neans an individual, or an individual
plus the individual’s spouse or dependent children: (a) Who is not
eligible for nedicare; (b) who is not confined or residing in a
government -operated institution, unless he or she neets eligibility
criteria adopted by the admnistrator; (c) who resides in an area of
the state served by a managed health care systemparticipating in the
pl an; (d) who chooses to obtain basic health care coverage from a
particul ar managed health care system and (e) who pays or on whose
behalf is paid the full costs for participation in the plan, wthout
any subsidy fromthe plan.

(6) "Subsidy" neans the difference between the anount of periodic
paynment the adm nistrator makes to a managed health care system on
behal f of a subsidized enrollee plus the admnistrative cost to the
pl an of providing the plan to that subsidized enrollee, and t he anount
determined to be the subsidized enrollee’ s responsibility under RCW
70. 47.060(2) .

(7) "Premunt nmeans a periodic paynent, based upon gross famly
i ncome whi ch an individual, their enpl oyer or another financial sponsor
makes to the plan as consideration for enrollnment in the plan as a
subsi di zed enrol |l ee or a nonsubsi di zed enrol | ee.

(8 "Rate" neans the ((per—eaptta)) anount, negotiated by the
admnistrator with and paid to a participating nmanaged health care
system that 1is based upon the enrollnment of subsidized and
nonsubsi di zed enrollees in the plan and in that system

Sec. 61. RCW70.47.060 and 1998 ¢ 314 s 17 and 1998 c 148 s 1 are
each reenacted and anmended to read as foll ows:

The adm ni strator has the foll om ng powers and duties:

(1) To design and fromtinme to tine revise a schedule of covered
basi c heal th care services, including physician services, inpatient and
out pati ent hospital services, prescription drugs and nedi cati ons, and
other services that may be necessary for basic health care. I n
addition, the admnistrator my, to the extent that funds are
avai l able, offer as basic health plan services chem cal dependency
services, nental health services and organ transplant services;
however, no one service or any conbination of these three services
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shal | increase the actuarial val ue of the basic health plan benefits by
nore than five percent excluding inflation, as determ ned by the office
of financial managenent. All subsidized and nonsubsi di zed enrollees in
any partici pati ng managed heal th care systemunder the Washi ngton basic
health plan shall be entitled to receive covered basic health care
services in return for prem um paynents to the plan. The schedul e of
servi ces shall enphasi ze proven preventive and primary health care and
shal | include all services necessary for prenatal, postnatal, and well -
child care. However, with respect to coverage for groups of subsidi zed
enroll ees who are eligible to receive prenatal and postnatal services
t hrough the nmedi cal assistance program under chapter 74.09 RCW the
adm ni strator shall not contract for such services except to the extent
t hat such services are necessary over not nore than a one-nonth period
inorder to maintain continuity of care after di agnosis of pregnancy by
t he managed care provider. The schedul e of services shall al so include
a separate schedule of basic health care services for children,
ei ghteen years of age and vyounger, for those subsidized or
nonsubsi di zed enrol | ees who choose to secure basic coverage t hrough t he
plan only for their dependent children. 1In designing and revising the
schedul e of services, the adm nistrator shall consider the guidelines
for assessing health services under the mandat ed benefits act of 1984,
RCW 48.47.030, and such other factors as the adm nistrator deens
appropri ate.

However, with respect to coverage for subsidized enrollees who are
eligible toreceive prenatal and postnatal services through the nedical
assi stance programunder chapter 74.09 RCW the adm nistrator shall not
contract for such services except to the extent that the services are
necessary over not nore than a one-nonth period in order to maintain
continuity of care after diagnosis of pregnancy by the nanaged care
provi der.

(2)(a) To design and i npl enent a structure of periodic prem uns due
the adm nistrator from subsidized enrollees that is based upon gross
famly incone, giving appropriate consideration to famly size and the

ages of all famly nenbers. The enrollnment of children shall not
require the enroll ment of their parent or parents who are eligible for
the plan. The structure of periodic premuns shall be applied to

subsidized enrollees entering the plan as individuals pursuant to
subsection (9) of this section and to the share of the cost of the plan
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due from subsidi zed enrol |l ees entering the plan as enpl oyees pursuant
to subsection (10) of this section.

(b) To determ ne the periodic prem uns due the adm nistrator from
nonsubsi di zed enrol | ees. Prem uns due from nonsubsidized enroll ees
shall be in an anount equal to the cost charged by the managed heal th
care systemprovider to the state for the plan plus the admnistrative
cost of providing the plan to those enroll ees and the prem umtax under
RCW 48. 14. 0201.

(c) An enployer or other financial sponsor may, with the prior
approval of the admnistrator, pay the premum rate, or any other
anount on behalf of a subsidized or nonsubsidized enrollee, by
arrangenent with the enroll ee and t hrough a nmechani smacceptable to the
adm ni strator.

(d) To develop, as an offering by every health carrier providing
coverage identical to the basic health plan, as configured on January
1, 1996, a basic health plan nodel plan with uniformty in enrollee
cost-sharing requirenents.

(3) To design and inplenent a structure of enrollee cost sharing
due a managed health care system from subsidized and nonsubsi di zed
enrol | ees. The structure shall discourage inappropriate enrollee
utilization of health care services, and may utilize copaynents,
deducti bl es, and other cost-sharing nmechanisns, but shall not be so
costly to enrollees as to constitute a barrier to appropriate
utilization of necessary health care services.

(4) To limt enrollnment of persons who qualify for subsidies so as
to prevent an overexpenditure of appropriations for such purposes
Whenever the admnistrator finds that there is danger of such an
overexpenditure, the adm nistrator shall close enrollnment until the
adm nistrator finds the danger no | onger exists.

(5 To limt the paynment of subsidies to subsidized enrollees, as
defined in RCW70.47.020. The | evel of subsidy provided to persons who
qualify may be based on the |owest cost plans, as defined by the
adm ni strator.

(6) To adopt a schedule for the orderly devel opnent of the delivery
of services and availability of the plan to residents of the state,
subject to the limtations contained in RCW 70.47.080 or any act
appropriating funds for the plan.

(7) To solicit and accept applications from nmanaged health care
systens, as defined in this chapter, for inclusion as eligible basic
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health care providers under the plan for either subsidized enrollees,
or nonsubsi di zed enrollees, or both. The adm nistrator shall endeavor

to assure that covered basic health care services are available to any
enrollee of the plan from anbng a selection of two or nore
partici pating managed health care systens. |In adopting any rules or
procedures applicable to managed health care systens and in its
dealings with such systens, the adm nistrator shall consider and make
suitable allowance for the need for health care services and the
differences in local availability of health care resources, along with
other resources, within and anong the several areas of the state.
Contracts with participating nmanaged health care systens shall ensure
that basic health plan enrollees who becone eligible for nedical
assi stance nay, at their option, continue to receive services from
their existing providers within the nmanaged health care systemif such
provi ders have entered into provi der agreenents with the departnent of
soci al and heal th servi ces.

(8) To receive periodic premuns fromor on behalf of subsidized
and nonsubsidi zed enrollees, deposit them in the basic health plan
operating account, keep records of enrollee status, and authorize
periodi c paynents to nmanaged health care systens on the basis of the
nunmber of enrollees participating in the respective managed health care
syst ens.

(9) To accept applications from individuals residing in areas
served by the plan, on behalf of thenselves and their spouses and
dependent children, for enrollnment in the Washi ngton basic health plan
as subsidized or nonsubsidized enrollees, to establish appropriate
m ni mumenrol | mrent periods for enrollees as nay be necessary, and to
det erm ne, upon application and on a reasonabl e schedul e defined by the
authority, or at the request of any enrollee, eligibility due to
current gross famly inconme for sliding scale prem uns. Funds received
by a famly as part of participation in the adoption support program
aut hori zed under RCW 26. 33.320 and 74.13.100 through 74.13. 145 shal
not be counted toward a famly' s current gross famly inconme for the
purposes of this chapter. Wen an enrollee fails to report incone or
i ncone changes accurately, the adm nistrator shall have the authority
either to bill the enrollee for the anobunts overpaid by the state or to
i npose civil penalties of up to two hundred percent of the anmount of
subsi dy overpaid due to the enrollee incorrectly reporting i ncome. The
adm ni strator shall adopt rules to define the appropriate application
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of these sanctions and the processes to inplenment the sanctions

provided in this subsection, within available resources. No subsidy

may be paid with respect to any enrollee whose current gross famly

i ncone exceeds twice the federal poverty level or, subject to RCW
70.47.110, who is a recipient of nedical assistance or nedical care
servi ces under chapter 74.09 RCW If a nunber of enrollees drop their

enrol I ment for no apparent good cause, the adm nistrator may establish

appropriate rules or requirenents that are applicable to such

i ndi vidual s before they will be allowed to reenroll in the plan.

(10) To accept applications from business owners on behalf of
thensel ves and their enployees, spouses, and dependent children, as
subsi di zed or nonsubsi di zed enrol |l ees, who reside in an area served by
the pl an. The admnistrator may require all or the substanti al
majority of the eligible enployees of such businesses to enroll in the
pl an and establi sh those procedures necessary to facilitate the orderly
enrol l ment of groups in the plan and i nto a managed heal th care system
The adm nistrator may require that a business owner pay at |east an
anount equal to what the enpl oyee pays after the state pays its portion
of the subsidized prem um cost of the plan on behalf of each enpl oyee
enrolled in the plan. Enrollnent islimted to those not eligible for
medi care who wish to enroll in the plan and choose to obtain the basic
health care coverage and services from a mnmanaged care system
participating in the plan. The adm nistrator shall adjust the anount
determ ned to be due on behalf of or fromall such enrollees whenever
the amount negotiated by the admnistrator with the participating
managed health care systemor systens is nodified or the adm nistrative
cost of providing the plan to such enroll ees changes.

(11) To determne the rate to be paid to each partici pati ng managed
health care systemin return for the provision of covered basic health
care services to enrollees in the system Although the schedul e of

covered basic health care services will be the sanme for simlar
enroll ees, the rates negotiated with participating managed heal th care
systens may vary anong the systens. In negotiating rates wth
participating systens, the adm nistrator shal | consi der t he

characteristics of the popul ations served by the respective systens,
econom c circunstances of the local area, the need to conserve the
resources of the basic health plan trust account, and other factors the
adm ni strator finds rel evant.
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(12) To nonitor the provision of covered services to enrollees by
partici pating managed health care systens in order to assure enrollee
access to good quality basic health care, to require periodic data
reports concerning the utilization of health care services rendered to
enrollees in order to provide adequate information for eval uation, and
to inspect the books and records of participating nanaged health care
systens to assure conpliance with the purposes of this chapter. I n
requiring reports from participating managed health care systens,
i ncl udi ng data on services rendered enrol |l ees, the adm ni strator shal
endeavor to mnimze costs, both to the managed health care systens and
to the plan. The adm nistrator shall coordinate any such reporting
requirenents wth other state agencies, such as the insurance
conmmi ssioner and the departnent of health, to mnimze duplication of
effort.

(13) To evaluate the effects this chapter has on private enpl oyer-
based health care coverage and to take appropri ate neasures consi st ent
wth state and federal statutes that will discourage the reduction of
such coverage in the state.

(14) To devel op a program of proven preventive health neasures and
to integrate it into the plan wherever possible and consistent with
this chapter.

(15) To provide, consistent with avail abl e fundi ng, assistance for
rural residents, underserved popul ati ons, and persons of color.

(16) In consultation with appropriate state and | ocal governnent
agencies, to establish criteria defining eligibility for persons
confined or residing in governnent-operated institutions.

Sec. 62. RCW 70.47.100 and 1987 1st ex.s. ¢ 5 s 12 are each
anmended to read as foll ows:

(1) A managed health care ((systens)) systemparticipating in the
pl an shall do so by contract with the adm ni strator and shall provide,
directly or by contract with other health care providers, covered basic
heal th care services to each enrollee covered by its contract with the
adm nistrator as long as paynents fromthe adm ni strator on behal f of
the enrollee are current. A participating managed health care system
may offer, without additional cost, health care benefits or services
not included in the schedule of covered services under the plan. A
participating managed health care system shall not give preference in
enrol Il ment to enroll ees who accept such additional health care benefits
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or services. Managed health care systens participating in the plan
shal | not discrimnate against any potential or current enrollee based
upon health status, sex, race, ethnicity, or religion. The
admnistrator nay receive and act upon conplaints from enrollees
regarding failure to provide covered services or efforts to obtain
paynment, other than authorized copaynents, for covered services
directly from enrollees, but nothing in this chapter enpowers the
adm ni strator to inpose any sanctions under Title 18 RCWor any ot her
professional or facility licensing statute.

(2) The plan shall allow, at |east annually, an opportunity for
enrollees to transfer their enrollnents anong participating nmanaged
health care systens serving their respective areas. The adm ni strator
shal |l establish a period of at | east twenty days in a given year when
this opportunity is afforded enrollees, and in those areas served by
nore than one participating managed health care system the
adm ni strator shall endeavor to establish a uniform period for such
opportunity. The plan shall allow enrollees to transfer their
enrol I ment to another participating nmanaged health care system at any
ti me upon a showi ng of good cause for the transfer.

A‘.v a¥a het woon hosp a¥a a

healtd I hi I . b I . :
ROW/0-39140{(1)—regardingnegotiated+ates—))

(3) Prior to negotiating with any managed health care system the
adm nistrator shall determne, on an actuarially sound basis, the
reasonable cost of providing the schedule of basic health care
services, expressed in terns of upper and lower limts, and recogni zi ng
variations in the cost of providing the services through the various
systens and in different areas of the state.

(4 In negotiating wth nmnmanaged health care systens for
participation in the plan, the admnistrator shall adopt a uniform
procedure that includes at |east the foll ow ng:

((2)) (a) The adm nistrator shall issue a request for proposals,
i ncludi ng standards regarding the quality of services to be provided;
financial integrity of the responding systens; and responsiveness to
the unnet health care needs of the local conmunities or popul ations
that nay be served;

((2)) (b) The admnistrator shall then review responsive
proposal s and may negotiate with respondents to the extent necessary to
refine any proposals;
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((£3))) (c) The administrator may then select one or nore systens
to provide the covered services within a |ocal area; and

(((4)) (d) The admnistrator may adopt a policy that gives
preference to respondents, such as nonprofit community health clinics,
that have a history of providing quality health care services to | ow
I ncone persons.

(5) The admnistrator may contract with a nanaged health care
system to provide covered basic health care services to either
subsi di zed enrollees, or nonsubsidized enrollees, or both.

(6) The adm nistrator may establish procedures and policies to
further negotiate and contract wth managed health care systens
foll owi ng conpletion of the request for proposal process in subsection
(4) of this section, upon a determ nation by the admnnistrator that it
IS necessary to provide access to covered basic health care services
for enrollees.

NEWSECTION. Sec. 63. A newsection is added to chapter 48. 01 RCW
to read as foll ows:

(1) Except as required in RCWA48. 21. 045, 48.44.023, and 48. 46. 066,
nothing in this title shall be construed to require a carrier, as
defined in RCW48.43.005, to offer any health benefit plan for sale.

(2) Nothing inthis title shall be construed to require a carrier,
as defined in RCW48.43.005, to offer any health benefit plan for sale
or to prohibit a carrier fromceasing sale of any or all health benefit
pl ans to new enrol |l ees.

(3) This section is intended to clarify, and not nodify, existing
I aw.

NEW SECTI ON. Sec. 64. A newsection is added to chapter 70.47 RCW
to read as foll ows:

(1) The insurance comm ssioner may declare an individual health
i nsurance energency in a county where no carrier offers a health
i nsurance pl an. If the conm ssioner declares an energency the
adm ni strator of the health care authority shall exercise the authority
granted under RCW 70.47.010 and nake basic health plan coverage
available to individuals based on eligibility criteria established by
the adm ni strator.

(2) Any person may appeal the energency declaration in a court of
conpetent jurisdiction in the county affected by the decl aration.
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NEW SECTI ON. Sec. 65. RCW 48.41.180 (O fer of coverage to
eligible persons) and 1987 c 431 s 18 are each repeal ed.

NEW SECTI O\ Sec. 66. If any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
persons or circunstances is not affected.

NEW SECTION. Sec. 67. Sections 30 through 66 of this act take
effect July 1, 2000."

Correct the title.

EFFECT: Est abli shes a nine-nonth preexisting condition waiting
period in health insurance policies. Modi fi es the WAshington state
heal th insurance pool to provide coverage for individuals unable to
purchase health insurance fromhealth carriers.

~-- END ---
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